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MEMORANDUM FOR: 


THE PRESIDENT'S FILE 


FROM: ALEXANDER M. HAIG 

SUBJECT: The President's Meeting with 

Ambassador David Kennedy and 
Brigadier General Alexander M. 
Haig, Jr, in the President's Oval 
Office, (11:00 - 11:38 a.m.) 


Ambassador Kennedy opened the meeting by complimenting the President 
on his April 7 speech on Vietnam, noting that it was outstanding both in 
substance and especially in the manner in which it was delivered. 

The President asked the Ambassador whether or not his recent Asian 
trip had been physically tiring. The Ambassador answered that the 
trip had been a rigorous one, but the availability of a Presidential 
aircraft had enabled him to get some respite along the way. 

The Ambassador then reported that he had met with Harold Lee and 
Lyndon Johnson in Hong Kong and that his discussions with both, 
especially Mr. Lee, were most beneficial. He had thought the United 
States Consul-General David L. Osborn and his China expert Robert 
Drexler both appeared to be outstanding individuals. 

The Ambassador noted that he was greatly surprised by the situation 
that he found in South Vietnam, observing that he had never been there 
before and therefore was unable to assess his judgments against earlier 
benchmarks. He remarked, however, that Mr. David Engel of the 
Department of State who accompanied him was able to make a personal 
assessment and comparison based on previous experience in Vietnam a 
year ago. 


The Ambassador reported that he had visited the Delta area, the city 
of Hue and many agriculturally- related projects which were underway 
in Vietnam. He commented that the security situation was remarkably 
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calm, and that there were few signs of the destruction of war. Most 
encouraging of all, the farmers were moving back to the land. Apparently 
because of the private enterprise system of individual ownership, 
economic rewards were flowing to the people. During his guided tour 
he visited privately-owned hog farms and other agricultural enterprises, 
all of which were apparently developing on a sound economic basis. Even 
the French rubber plantation owners were optimistic that their production 
could soon be resumed on a full-scale profitable basis. 

The Ambassador spoke in laudatory terms about the reception and proficiency 
of Ambassador Bunker and General Abrams. He noted that there was an 
excess of AID personnel in South Vietnam, and suggested that we apply 
the Vietnamization principle to AID as well as to the military. The President 
instructed General Haig to call AID Director Hannah and inform him that 
he wanted a prompt and decisive reduction in AID personnel levels in 
South Vietnam and that this reduction should be as high as a two-thirds 
cut. Ambassador Kennedy commented that the savings on personnel costs 
should be pumped into the South Vietnamese economy. He suggested that 
even President Thieu favored greater self-sufficiency on the part of South 
Vietnamese economic bureaucrats who were now dominated by U. S. experts. 
The President instructed General Haig to assess this situation very carefully, 
especially with respect to its psychological impact on the South Vietnamese, 
but emphasized that in any event he wanted a prompt and responsive reduc- 
tion of personnel in this area. 

Ambassador Kennedy then reported that he had talked to Sir Robert Thompson 
while in South Vietnam. Sir Robert had confirmed positively that the 
security situation in the area had improved tremendously and indicated that 
he was very pleased with the cooperation he had been receiving from South 
Vietnamese officials in his efforts to improve their security and police 
apparatus. Sir Robert had told Ambassador Kennedy that he personally 
believed that the Cambodian and Laotian operations had bought far more 
time for the security of South Vietnam than U. S. military experts had 
been willing to admit. 

Turning to the internal political situation. Ambassador Kennedy stated that 
there did not appear to be any real political opposition to President Thieu, 
with the possible exception of Ky and Minh. He stated categorically that 
he felt President Thieu must be reelected since there was no other competent 
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or responsible South Vietnamese alternative. The President agreed 
with the Ambassador's assessment. Ambassador Kennedy remarked 
that he had spoken in confidence with the Japanese Ambassador to 
South Vietnam and that the Ambassador had commented that President 
Thieu was improving remarkably as a national leader and that he had 
recently developed a political expertise which was slowly but surely 
molding South Vietnam into an integrated political entity. 

Ambassador Kennedy stated that the area of greatest concern to him 
was the obvious web of regulatory red tape which governed the South 
Vietnamese trade and economic apparatus. He cited outmoded customs 
regulations, graft, and political intrigue which governed the licensing 
of international investment in South Vietnam. He commented that 
President Thieu agreed that considerable improvement had to be made 
in this area. Ambassador Kennedy asserted that the solution to the graft 
and corruption problem would be the establishment of a single exchange 
rate and informed the President that he would recommend such a course 
be implemented following the South Vietnamese elections in October. 
Ambassador Kennedy remarked that his discussions with the American 
business community, contractors and those engaged in similar activities 
confirmed their great frustration with South Vietnamese procedures. He 
also noted that our Embassy personnel were of little assistance to the 
community in helping them cut through South Vietnamese red tape. 
Ambassador Kennedy brought this to the attention of both Ambassador 
Bunker and President Thieu. 

The President asked the Ambassador if he had a recommendation to make 
on whether the United States should appoint an economic czar and assign 
him to South Vietnam. The President recalled the effectiveness of 
Mr. Joseph Dodge in Japan and Ambassador Tasca in Korea. He noted 
that he had long felt that a prestigious and successful United States 
personality of proven ability could do much in both Saigon and Indonesia 
to assist in the development of both of these nations. Ambassador Kennedy 
stated that he had looked into this possibility during his trip and had concluded 
that such a step should be taken with respect to both South Vietnam and 
Indonesia. He noted that he had discussed this with Ambassador Bunker 
but the Ambassador was not favorably disposed toward such an appointment. 

The President then instructed Ambassador Kennedy to submit to him four 
or five names as possible candidates for both Indonesia and Saigon. He 


-SfiGRET./ SENSITIVE/EYES ONLY 


• 

I DECLASSIFIED 

Reproduced at trie I 

\ 

\ 


Authority £-0 /£ 


1 

Ry KARA Dele . 



SECRE T /SENSITIVE /EYES ONLY 


mentioned Mr. Burt Cross, the former head of 3-M as a possibility. 
Ambassador Kennedy confirmed that he would make such recommendations, 
noting that Mr. Cooper had done a fine job in Saigon but that his assistant, 

Mr. Mott, was somewhat abrasive. Both were a focal point of some 
controversy. Nevertheless, the appointment of a economic czar should be 
done in such a way that it could not be interpreted as a move which reflected 
a lack of confidence in Mr. Cooper. The President stated that he was 
convinced that well- respected Americans of known accomplishments who 
would represent father figures to both the South Vietnamese and Indonesians 
and who could communicate effectively with the international business 
community would be the best solution for both countries. 

The President then asked Ambassador Kennedy for his assessment of 
Mr. Peterson's April 8 review of the Japanese situation. Ambassador 
Kennedy replied that he thought the presentation was outstanding and that 
in his own opinion suggested that State Department experts badly misjudged 
our trade problems with Japan. The President instructed General Haig 
to inform Mr. Haldeman that he definitely wanted Mr. Peterson to make 
his presentation to key members of the White House staff with some 
extension of the remarks given to the inaugural meeting of the International 
Economic Council on April 8. 

Ambassador Kennedy reiterated that he definitely believed the South Vietnamese 
should shift to a single exchange rate, but that this action should be delayed 
until the new economic czar arrived in Saigon and until after the South 
Vietnamese elections. 

Ambassador Kennedy then reported that his visit to Thailand was most 
beneficial and noted that his exchange with the King and Queen was frank 
and cordial. He had presented President Nixon's letter inviting the King 
to visit the United States but the King indicated that this would probably 
not be possible until next year. Ambassador Kennedy stated that there was 
serious concern among the Thais about our economic policy and their 
own economy. There were many unfavorable press stories to the effect 
that U. S. policies were competing with Thailand's rice economy. 

Ambassador Kennedy then brought up his discussion with President Suharto 
in Indonesia. Upon Ambassador Kennedy's departure. President Suharto 
had asked him to bring to the President's attention Indonesia's urgent need 
for military assistance. The Ambassador stated that he believed that the 


SE CRET -/ SENSITIVE / EYES ONLY 


■ rwpfuuuueu m uks nauuux ajuhvtr 


DECLASSIFIED 

An !ho rity £•& / _ 
£v ^ NAPA 0&‘.s 



5 


. S. Government should be forthcoming in stepping up our military 
assistance, but that he had noted a negative attitude in our Embassy 
on this issue. He remarked that it was quite obvious that Assistant 
Secretary Green dominated our policies in Indonesia from his Washington 
post and that he had hand-picked the men assigned to our Embassy in 
Jakarta. The Ambassador stated that he had been very unimpressed 
with both their attitudes and their ability. He had been especially concerned 
by the lack of economic expertise in our Embassy. 

Turning to Micronesia, Ambassador Kennedy stated that as a result of his 
visit it was obvious to him that the reported craving for independence which 
was reflected here in Washington was not evident on the ground. He noted 
t at we had too many U. S. administrators who were situated in fixed 
locations at high costs to the United States Government and who were not 
accurately reflecting the true attitudes of the peoples of the Trust 
Territories. He pointed out a specific problem resulting from the 
multitude of U. S. Peace Corps representatives who were actively working 
against U. S. interests in the Trust Territories. The President stated 
that he was appalled that remedial action had not already been taken with 
respect to the size of our Peace Corps effort in Micronesia. He recalled 
that over two years ago he had specifically instructed Director Blatchford 
to reduce the Peace Corps presence in Micronesia. He indicated that he 
would meet later with Mr. Kissinger and General Haig to ensure that prompt 
an ecisive action was taken with respect to this problem area. The President 
instructed Ambassador Kennedy to discuss this issue with Secretary Morton 
and to inform Morton that he expected the Secretary to take the lead on this 
1SSUe * Ambassador Kennedy replied that while it was obvious there had been 
some reductions in our Peace Corps presence, it was also still obvious 
that the remaining Peace Corps contingent was operating in a manner 
counter-productive to U.S. interests. 

Tlie meeting wa,s then ctdjourned. 
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